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Column
By MARY C. Gildea, C. P. A.
Technical amendments to the Internal
Revenue Code have clarified or adjusted
some problems which have long vexed tax
practitioners, such as the previsions re
lating to recovery on bad debts, to the un
distributed profits surtax on deficit corp
orations, to the deductibility of alimony
payments, expenses incurred in the ac
quisition of income not connected with
trade or business, and other items. It was
encouraging to find these amendments in
the 1942 Revenue Act. However, we are
still disappointed because the Senate pro
vision for the repeal of the capital stock
tax and the declared-value excess profits
tax was not adopted.
There are many changes brought about
by the new law, all of them of prime im
portance to the woman accountant, whether
she be in public practice or in private in
dustry. We would like to suggest that
each Chapter devote at least one meeting
to a discussion of these changes and their
effect on tax problems. We would also
recommend that members read carefully
the articles on taxes which appear regular
ly in this bulletin.
In addition to changes in tax laws, each
day brings new regulations and orders
from the various governmental agencies
set up to help in the waging of both eco
nomic and military warfare. Here again,
our local Chapters can help members by
conducting discussion meetings concern
ing such matters as priorities, price con
trol, wage stabilization.
Our Society can render a service both
to its members and to the war effort in
providing knowledge and understanding of
these various wartime regulations.

By Grace a. Dimmer, C. P. A.
It is a high honor indeed to head the
Women Certified Public Accountants and it
is with much pride that my duties are un
dertaken. But there is also a feeling of
awe and humility in contemplating the
responsibilities assumed with such leader
ship, particularly during this emergency
when unusual effort and leadership is re
quired. We, women accountants, as well as
other women engaged in war activities are
likely to have demands made upon us which
will tax our ability and endurance to the
utmost.
Today women are in a precarious posi
tion. They are entering fields of endeavor
never before open to them. The world
watches attentively for the results.
Women accountants in particular are on
trial as, until this year, the number of
women engaged in public accounting was
insignificant but recently they have been
entering the public accounting field in
greater numbers. Some will succeed, a few
will fail. The percentage of failures must
be small if we are to retain the respect
we now enjoy in the accounting profession.
We can, if we will, play an important
part in their success or failure through our
assistance and counsel. Let us as individ
uals do all that is possible to help these
new recruits so that the experience of
“Women in Public Accounting” will be
pleasant and profitable for both the em
ployer and the client and a credit to the
accounting profession.
“Take a junior under your wing today.”

Stand your Test!
Invest in Defense Bonds!
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Chicago C. P. A.
‘‘The Cost of War” was the topic of the
first of a series of discussions begun at the
October meeting. Alma Rasmussen led the
discussion.
Edward B. Wilcox of Edward Gore &
Company spoke on “Post War Trends in
Accounting” at the November meeting held
jointly with the ASWA Chapter at the Chi
cago Bar Association.
Indianapolis
Judge Smiley N. Chambers of the Mar
ion County Probate Court, whose subject
was “Estates and Trusts”, was the guest
speaker at the October meeting.
“Ethics” was the subject chosen by Mrs.
Ida Broo, C. P. A. when she spoke at the
November meeting. Mrs. Broo read and dis
cussed the rules of professional conduct of
the American Institute of Accountants, and
urged that the American Society of Wo
men Accountants adhere strictly to the
code of ethics of the accounting profession
and that we get the necessary qualifica
tions in order to obtain our clients.
Informal discussion of plans for the
Christmas Party included the suggestions
that nurses from Billing’s Hospital at Fort
Harrison be invited as guests and that
toys be purchased and distributed to the
children at Riley Hospital in place of the
gift exchange.
Spokane
Mr. A. W. Morris spoke on “The New
Income Tax Law” at the November meet
ing, explaining the new features of the 1942
tax bill. Helen Wilke of the Seattle Chap
ter was one of the guests.
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NEWS FROM MEMBERS
Lucille Bursch was elected president of the
Credit Women’s Club of Spokane.
Evelyn Vick and Hazel Gene Rogers both
received promotions from their company, the
Insurance R. & R. Service. They now serve in
the capacities of Secretary and Cashier, respec
tively.
Louise Stadler, Indianapolis, is new treasurer
of the Mutual Service Association.
Ida Broo spoke at the opening of a school of
business at Greencastle, Indiana.

Bulletin Deadline
It has become necessary to move the
Bulletin “deadline” to the 15th. Will the
Chapter Secretaries, in particular, and oth
ers sending in Bulletin material please note
this change.
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By Alma e. Rasmussen, c. P. A.
Probably you know the story about Chamber of Commerce nor the Bureau of
Thomas Mann’s first visit to America, when Government Reports were able to furnish a
a Hollywood author went on at some length breakdown of the total appropriation to
to the effect that he was as nothing com date and the probabilities are that no fur
pared to the famous novelist. Mr. Mann’s ther data of this nature will be published
comment to his host after the other guest’s for the duration.
departure was, “That man has no right to
But getting back to our breakdown of
make himself so small. He is not that 64 billions, take a dollar bill (or reasonable
big.” Had I not read that story this talk facsimile thereof) out of your purse or jac
might have begun with apologies for my ket and put it on the table before you.
inadequacy in dealing with “The Cost of Imagine it is divided into 100 equal squares
each, of course, representing one cent:
Defense.”
Perhaps the topic might better be “What
23 cover ordnance expenditures.
Price Victory?” since those upon whom
17 airplanes, engines, parts, etc.
rests the responsibility for that victory are
13 naval ships and parts
suggesting that we adopt a more positive
11 industrial facilities
attitude. But however positive our attitude,
9 stockpiles, other equipment, etc.
and regardless of when our armed forces
7 posts, depots, fortifications
take the initiative, they and we are still
6 pay, subsistence, travel and miscel
fighting for the preservation and defense of laneous expenses of our armed forces
our way of life. What will it cost us in
5 other munitions
dollars and cents? Who can say? We
5 merchant ships and parts
know that authorized expenditures and
3 pay, subsistence, travel and miscel
pending legislation totalled, at last reports, laneous expenses of other defense agencies
some 159.5 billions of dollars — $1,227.00
1 housing
for each man, women and child in this
Did you note that only six cents of our
country. It is interesting to note that only dollar represents direct expenditure for
40% of this amount, 64 billion dollars, was pay, subsistence, etc. for our armed forces?
appropriated before December 7 th. At Truly this is a war of production, and the
that rate of acceleration will it be neces soldier, sailor or marine is only as strong
sary to make further appropriations?
as the productive forces behind him! Re
Statistics are dull to most of us, trained cent estimates of the U. S. Department of
as we are in their preparation and use, Commerce place output of U. S. industries
and we have read of appropriations and for 1942 at 53% for war and 47% civilian,
expenditures of such large sums that the compared with 21% for war and 79% civil
figures are meaningless. Let us bring the ian in 1941.
64 billions appropriated before Pearl Har
Upon these men constituting our armed
bor down to earth by breaking it down as forces we depend not only for the preser
though it were one dollar. Neither the U. S. vation of our right to life as we choose to
live it, but for our very life itself. So it
Alma Rasmussen is very active in club work.
may not be amiss to devote some thought
She has been Treasurer and President of the
West Area of the Business and Professional
to that item of pay, etc. for them. We
Women’s Club; Corresponding Secretary, Treas
hear much about the $21.00 per month paid
urer, and Public Affairs Chairman of the Illinois
Federation of Business and Professional Women’s
to our soldiers. Compared with the sacri
Clubs; National Secretary of our own AWSCPA.
fices these men are making, even the $50.00
She considers Grand Rapids, Michigan, her home
to which their base pay is to be increased
town, but has been living in Chicago for some
time. She has been Secretary to a Health Offi
is a mere pittance.
cer, Office Manager of the Wellard Hospital and
Multiply $21.00 by ten million (our
has had a number of years of public accounting
experience. At the present time, she is doing
expected total military strength); add to it
estate and income tax work for Alma Koch, In
ten million times the 52 cents per day it
come Tax and Business Consultant. This article
is taken from a recent address to the Business
costs to feed each man and you will find
and Professional Women’s Club of Mendota,
that it costs each one of the 120 million
Illinois.
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of us outside the military $3.05 per month
to feed and pay our army and navy at the
present base rates. At the new $50.00 per
month minimum, this amounts to $5.47,
not taking into consideration increases in
pay given for special skills, rank and
length of service. Nor have we computed
the cost of clothing, medical care or any
of the other necessary expenses for main
taining these men in the front lines.
Most of you may be familiar with the
present rates of pay, but for those who are
not, and as a reminder to the rest of us:
Army and Marine Privates range from
Private through twelve classes to Private
First Class Specialist First Class. The
monthly pay ranges from the minimum for
Private at $21.00 per month to the Maxi
mum of $82.50 for Private First Class
Specialist First Class. In addition to this
they receive full subsistence, which includes
clothing, food, lodging and medical care.
Non-commissioned officers are Corporal,
Sergeant, Staff Sergeant, Technical Ser
geant, and Master Sergeant. Their mini
mum pay is $54.00 for a Corporal and on
up to the maximum of $157.50 which a
Master Sergeant can earn per month.
Commissioned officers from Second Lieu
tenant through General, Chief of Staff
earn a minimum of $125.00 plus rental and
subsistence allowance not to exceed $96.00
for a lieutenant with dependents to a maximum of $808.33 for the highest ranking
Officer. Major Generals and Lieutenant
Generals receive the same pay as our high
est ranking officers.
Navy pay starts at a minimum of $21.00
per month for Nonrated men, Third Class,
and reaches a maximum of $72.00 for Non
rated men, First Class; Petty Officer Third
Class $60.00 up to $126.00 for Chief Petty
Officer; Ensigns $125.00 up to $599.83 plus
special amounts recently authorized by
Congress for Admirals. In addition, these
officers receive rental and subsistence al
lowances.
Remember that only six cents of every
dollar appropriated before December 7th
covered direct expenditures for pay, sub
sistence, etc. of the military; the other 94
cents being spent for ammunition, guns,
tanks, planes, and all the other items
needed. Doubtless this ratio will change as
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the increased rates of pay become effective,
as production gets under way, and as the
number of men and women in the military
increases. Because this is a war of ma
chines, the larger part of our expenditures
must continue to be for equipment rather
than direct pay and subsistence of the
men actually in the fighting forces.
The December 16, 1941 issue of Victory,
the official publication of the Office for
Emergency Management, printed an inter
view with Mr. William Knudsen in which
he stated that our monthly expenditures of
two billion dollars at that time would have
to be more than doubled. That means a
minimum expenditure of 48 billions of dol
lars a year or $400.00 per year for each of
120 million civilian (total population of 130
millions less 10 million in the military);
$33.33 out of your pay check and mine for
every month the conflict lasts. Did I hear
someone say “It could be much worse?” It
is and will be! When you eliminate from
our 120 million the children, the aged, the
incapacitated and all the others who do not
work for pay and are dependent upon those
who do, that $33.33 grows and grows.
Of course, this is not all to be paid as
we go along. How and when are questions
which are giving treasury department offi
cials and congressmen, as well as you and
me, very real headaches. However, that
we are going to dig deeper into our pockets
next year we all know. Proposed lowering
of exemption, elimination of earned income
credit, increase of surtax rates (which may
begin at 12% on your first dollar of net
income after deduction of not more than a
$500 exemption for a single person or $1200
for married persons or head of a family)
means that you will pay in federal income
taxes not less than 16% of your net income
over the specific exemptions. So that $33.33
or more per month which we computed as
our minimum cost of defense doesn’t seem
so much out of line.
Let us go back to the actual expenditure
necessary for a successful prosecution of
the war. I was very much interested to
learn that it takes a half ton of sugar to
fire a sixteen-inch gun once. A bomber
and its equipment, not to mention its crew,
represent an expenditure of not less than
a quarter of a million dollars. The cost of
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a full sized naval or land battle is too col
ossal for us to comprehend.
We have been talking about present
and future expenditures and painting a
rather gloomy picture. Perhaps a glance
into the past and what was accomplished
may help to lift the gloom a little. Recently
I found in our public library a booklet
“Millions for Defense”, published by the
Federal Works Agency and containing
some very interesting information. During
the seven years from 1933 to 1940 not all
of the billions spent for PWA and WPA
were paid to men for leaning on shovels.
According to this booklet, more than
100 military planes of various types, com
plete with spare engines, parts and radio,
as well as with the necessary armament,
were purchased by the Army Air Corps
out of a PWA allocation of 7.5 billion dol
lars. Both the number of Army and Navy
airports and their capacity in planes have
been enlarged as the result of many con
struction programs undertaken with emer
gency funds. WPA alone worked on more
than 50 military airports throughout the
nation. The cumulative expenditure of
Federal Emergency Funds for military air
ports has exceeded 22 million dollars. From
PWA grants of more than 7 millions for
naval aeronautics, 130 new planes were
built for the Navy. Two large modern
aircraft carriers, the Yorktown and the
Enterprise, were built at a cost of 19
millions apiece without armament from
funds advanced by PWA. In 1938, PWA
allocated 238 million to the Navy from
which were built:
2 aircraft carriers
4 cruisers
4 heavy destroyers
16 destroyers
4 submarines
2 gunboats.
Approximately 2.5 million dollars were
allocated to the Navy from PWA funds
for machine tools and shop equipment. 130
million dollars of PWA funds were spent
for improvements to Army posts. Army
and Navy hospitals have been built and
equipped with PWA funds. More than
8 3/4 millions were allocated to the Army
by PWA for the manufacture, renovation
and preservation of ammunition and the
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modernization of ordnance and improve
ment of arsenals. Ten million dollars of
PWA allocations have been used for the
motorization and mechanization of our
Army. The Public Roads Administration
spent a billion dollars of emergency funds
for highway construction and improvement,
much of which we felt at the time was
wasted money and effort. Nor was the
Coast Guard neglected. This vital branch
of our service constructed 18 cruising cut
ters, 9 patrol boats and 28 patrol planes
for the nearly 27.5 millions allocated from
PWA funds. Who can now say what may
be the strategic value of these improve
ments?
So far we have considered only the
monetary cost of defense and VICTORY,
and that has of necessity been sketchily
done. No one can possibly estimate with
any degree of accuracy what the total
cash expenditures will be; perhaps 300
billions; perhaps 500 billions; or much
more.
We have not touched upon the costs
of our Civilian Defense Program in our
local communities, a large portion of which
will be volunteer work participated in by
all of us without direct financial expense
to the community. No discussion of the
cost of defense or the price of victory can
ignore our contributions to the Red Cross,
U.S.O., Navy Relief, Army Relief, and other
worthy organizations. Your individual gifts
to husbands, brothers, boy friends and
others in the service are also properly rec
koned as part of this cost.
There are other costs, not financial, per
haps of greater importance. After all, what
value will our money have if we lose this
war?
Already the use of our automobiles has
been curtailed. Complete freedom of speech
and of the press are no longer ours. We
shall be able to travel only when the roads,
railroad cars, planes and other facilities
are not needed for the transportation of
men and supplies for the armed forces. The
rationing of sugar means not only that we
will have to use our home supplies judi
ciously, but there will be less for candy,
ice cream sodas and our indispensable
coca colas. Perhaps that is just as well,
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since we will have no rubber to use for
controlling our sugar-made curves.
Nylon being necessary for parachutes
and such can no longer be made into stock
ings. With the shortage of silk and the
impending shortage and restriction of the
use of cotton it looks as though we will
be absorbing more sunshine vitamins
through our legs than usual. We will work
longer hours at dull, thankless tasks, and
our heretofore leisure time will be spent
in war work of one kind or another. Our
men may no longer decide for themselves
whether or not they want vests, and cuff
less trousers are definitely the vogue. In
short, Government will control every de
partment of our lives. This is as it should
and must be SO LONG AS IT IS ONLY
FOR THE DURATION AND SO LONG
AS THOSE RESTRICTIONS ARE SELFIMPOSED BY A FREE PEOPLE WITH
THEIR EYES OPEN. No sacrifice is too
great and nothing that we at home can do
compares with what we are asking of our
men in the military services.
Another item of the price of victory is
the loss of one, two, three (who knows how
many) years from our lives; priceless years
of thought and effort devoted to destruc
tion and forever lost to progress How and
when are we to make this up ?
Another possible cost of defense is the
permanent lowering of our standard of
living. We now have a plan worked out
with Canada whereby all tariff barriers are
to be removed “for the duration of the
war” and similar agreements with our
neighbors to the south. It is not my pur
pose to comment on the results of these
agreements if they are made permanent,
and it is not at all improbable that this
may be done. I merely bring to your at
tention the question of “What will happen
to your job and mine and to our American
standard of living if, after the war, our
government establishes a permanent lower
price structure on the basis of goods com
ing in free from our neighbors to the north
and to the south, not to mention the possi
bility of this policy becoming world wide?”
Part of our cost of defense must of neces
sity be rehabilitation of ruined countries
and peoples after the war. But is this the
best way to accomplish it ?
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The House Committee has approved re
moval from the proposed new income tax
law of the right of husbands and wives to
file separate returns. This is a danger
point for business and professional women
and may well be an unnecessary cost of de
fense. Are you any less an individual be
cause you are married? Are your services
less valuable to your country? You and
your husband still cast two ballots at the
polls!
Another problem not primarily caused
by our defense program or the war, but
greatly aggravated thereby, is the growth
of large businesses and chain stores and
the consequent elimination of the small
business man and independent merchant.
Is the concentration of wealth and power
in such large units desirable to the extent
that it becomes our only method of doing
business and we all become the servants' of
this concentrated wealth and power?
What of inflation? Its dire results may
well become the greatest and least neces
sary price of Victory. Will the price ceil
ings going into effect curb it (for it is
now too late to stop it entirely) or will
more drastic measures be necessary? How
soon after the cessation of hostilities can
these ceilings safely be removed?
These are just a few of the questions
which we, as business and professional
women must be prepared to answer. If,
after diligent study and intelligent discus
sion, we can arrive at the correct solution
and take our proper place in a truly better,
freer world for all peoples, this war and
all our sacrifices, no matter how great, will
not have been in vain, and the cost of de
fense and the price of victory will have
been small indeed.

Cost ? Accounting
It is rumored that one of the Indiana
polis Convention members debated with the
steward on the homeward bound train over
the slight charge of $2.50 for scorched lamb
chops. Stingy-she only paid him $1.65.

The Patriotic Plan—
Buy What Bonds You Can!
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Community Property and Mandatory Joint Returns
By Alberta R. Crary
itations to be considered in making an in
come tax return.
There are nine Community Property
States—Arizona, California, Idaho, Louis
iana, New Mexico, Oklahoma, Washington
Nevada and Texas. California adopted the
community property system in 1927, and
Oklahoma in 1939. With the exception of
Oklahoma, the Treasury has ruled: “That
husband and wife domiciled therein, in
rendering separate Income Tax returns, may
report as gross income one-half of the in
come which under the laws of the respective
States, becomes simultaneously with its re
ceipt, community property.”
The citizens of these States do enjoy
certain Income Tax advantages over the
husbands and wives living in Non-Com
munity Property States. As an example,
compare the tax that would be paid by two
couples, one of them living in New York,
the other living in California. Their in
comes consist of the husband’s salary $10,000.00 only. For simplicity we shall as
sume that there are no deductions. The
taxes on the two couples under the rates of
the 1942 Act would be:

In 1941 and 1942, the Treasury Depart
ment has asked for legislation, to require
mandatory joint returns for income from
married persons. The furor has been aim
ed particularly at the citizens residing in
Community Property States, on the as
sumption that these people enjoy tax im
munity at the cost of the taxpayers of Non
Community States. The passage of the
mandatory joint return requirement would
have accomplished in a single measure, the
results long desired by the Treasury De
partment, and set aside voluminous court
and treasury decisions approving separate
returns on community income.
Community income is that, which upon
its receipt, becomes community property.
This includes generally salaries and earn
ings of both spouses, rentals from commun
ity owned property, and income from in
vestments purchased with community
funds. Income from property owned by
either spouse before marriage, acquired by
separately owned funds, or by gift or in
heritance is separate income and taxable to
the owner. Each of the Community Prop
erty States has its own exceptions and lim-

James and Edith Jones of California
Edith Jones
James Jones
$5,000.00
Net Income ......................
$5,000.00 Net Income ............... ........
600.00
Personal Exemption ......................... 600.00 Personal Exemption .......
$4,400.00
Surtax Net Income ........................... $4,400.00
Earned Income Credit ......................
500.00 Earned Income Credit ..................... 500.00
Normal Tax Net Income ................ $3,900.00
Normal Tax Net Income ................ $3,900.00
Surtax ........................ $ 660.00
Surtax ........................ $ 660.00
Normal Tax ............... 234.00
Normal Tax ......
234.00
Total Tax ....................$ 894.00
Total Tax ....................$ 894.00

John and Mary Smith of New York
Net Income ..................................................... $10,000.00
Personal Exemption ....................... -.............. 1,200.00
Surtax Net Income
...... ................................ $ 8,800.00
Earned Income Credit ...........
1,000.00
Normal Tax Net Income ................................. $ 7,800.00
Surtax .......................................... $1,684.00
Normal Tax ...............
468.00
Total Tax ......................................$2,152.00
Tax paid by the Smiths of New York......................................................................... .....$2,152.00
Tax paid by the Jones of California......................................................................... ........ 1,788.00
Difference ................................................................................................................................. $ 364.00
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This disparity in taxes between two
couples of identical income living in Com
munity and Non-Community States may
appear unfair. It depends upon the point
of view. If one believes all Federal Taxes
should apply equitably to all taxpayers of
the United States and its possessions alike,
such differences should not exist. If one
believes in the rights of the several States
and Territories to enact laws, based upon
the historical background of those States,
it is impossible to avoid all inequalities. In
fact, the inequality above, is the result of
the differences in the historical background
of the two States.
The laws of New York, like those of
the original Colonial States, were influenc
ed by English Common Law. The settlers of
the east coast States brought with them to
America, their English laws and customs.
The property rights belonged to the hus
band.
California was settled by Spaniards, and
ruled by Spain and Mexico. The Spanish
laws came with the Spaniards. Spain, one
of the first countries of Europe to codify
her laws, embodied the community prop
erty laws in her code Nueva Recopilacion
in 1567, wherein marriage is referred to as
a full business partnership, the wife having
a vested one-half interest in the common
property. A California Act of 1850 de
fines “Common Property” as all property
acquired after marriage by either husband
or wife, except such as may be acquired by
gift, bequest, devise, or descent.” However,
until the Community Property Amendment
became effective July 29, 1927, Treasury
and Court decisions ruled that husband
and wife in California could not report
their income on a Community basis, and
that the wife had only an expectant inter
est in the property. The clarifying Amend
ment of 1927 reads: “Husband and wife
have a present, existing, and equal inter
est in community property. The wife can
prevent conveyance. She can dispose by
will of one-half of community property.”
The present tendency toward national
ism, as opposed to sectionalism and States
rights of the past may bring legislation,
that will apply tax laws on Americans, not
New Yorkers or Californians. When such
Legislation is passed, it should apply to
Americans as individuals. Husbands and
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wives should be taxed as individuals not as
couples. If we have outlived sectionalism,
certainly with women working, managing
their own businesses and investments as
they are today, men and women should be
allowed to file separate Income Tax Re
turns, regardless of marital status. If it is
unfair for one to report as two in a Com
munity Property State, it is just as unfair
for two to report as one under the pro
posed mandatory return.

Suggested further reading: Robbins
Community Property Laws and the dis
senting opinion of Justice Haney, U. S. Cir
cuit Court of Appeals, 9th Circuit No. 9863,
April 30, 1942. Commissioner v. Cadwallader.
Miss Alberta R. Crary heads her own account
ing office in Whittier, Calif. A native of Colo
rado and educated at Western State College of
Colorado, she is Legislation Chairman, Los Ang
eles Chapter A. S. W. A. Special interests—
Merchandising Accounting and Tax Law.

The Country Accountant
By Nina p. Hudson Arnold, C.P.A.
One of the old store keepers had this
sign: “The time to do business is in busi
ness hours. If those who do business at my
place of business would come and do busi
ness and go about their business, it would
give me more time to do my business.”
And this should be put in our Offices—
for too much time is taken listening to our
Clients’ Fear—the one condition President
Roosevelt warns us of possessing.
Old words with new meanings seem so
important in the Accountant’s vocabulary.
The nomenclature of an account—or should
I say the classification of expenditures to
the correct name—may make a decided
change in the tax scale. “Repairs” as listed
in a Book of Original Entry may be reha
bilitation and not permitted as a repair.
Terminology is becoming “stream-lined”.
We, as women-accountants who are almost
too particular as to detail, should wage
this new war of putting the correct mean
ing of Good Will—Intangibles—Contingent
Liabilities and segregation of Surplus Ac
counts—Depreciation, accelerated through
two and three shifts’ use of machine, inex
perienced labor, etc., and the task of Ac
counting is to report not moments but per
iods of time and conditions as applied to
Costs.
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Millwork Costs
By HAZEL JOHNSON SKOG, C. P. A.
Until not long ago a manufacturer of
lumber remanufacturer can figure the cost
any product could conduct a well managed
of one specific item of production. All fig
business with a reasonable amount of stat ures in the problem are, of course, hypo
istics. An accurate monthly Profit and
thetical. We are concerned only with the
Loss Statement and Manufacturing State
cost reasoning. Figures for a year’s opera
ment would show him whether or not he
tion show that this manufacturer has pro
was keeping his costs and selling price in
duced :
a workable ratio. If the gross profit mar
Frames ........... 4,800,000 feet board measure— 80%
All other
gin started down the hill to the danger line,
products ..... 1,200,000 feet board measure— 20%
he could raise the price of his product if,
Total ............... 6,000,000 feet board measure—100%
of course, the competitive market would
His manufacturing statement shows the
stand such advance. If the selling price
could not be corrected, he could always following:
Lumber used in
make savings in the manufacturing costs.
production .............
$250,000.00
Today the picture has changed com
Pulleys used in
pletely. Ceiling prices have made the cor
production .............
12,500.00
Direct factory labor:
rection of selling price impossible beyond
Yard labor ......... $ 9,000.00
the fixed ceiling. Labor Unions have not
Cutting Dept........ 11,000.00
Machining dept... 18,000.00
only made impossible the correction of
Bundling dept. .. 12,000.00
direct labor costs, but are consistently ad
Total Direct
vancing the manufacturing costs with no
Factory Labor ............... 50,000.00
regard as to whether or not the industry or
particular business can stand the advances.
Direct Manufacturing Cost ....................... $312,500.00
Indirect Manufacturing costs:
Savings in purchases of raw materials and
Bundling supplies ................ $5,000.00
operating supplies are impossible because
Samples .......................................
20u.00
Unempl. Comp, and OAB .... 3,000.00
the manufacturers and distributers of these
All other indirect mfg. exp. 45,000.00
products are facing the same advancing
Total Indirect Manufacturing Cost ....... 53,200.00
costs or producing their products.
Cost of Manufacture ..............................
$365,700.00
If a manufacturer finds that his hardFrom the above we are to figure the
earned surplus is gradually dwindling, how cost of producing one particular frame.
is he to correct the situation under these
This particular factory purchases, we
conditions? There is only one solution, that
is through advanced selling prices. The will say, only one type of lumber. This
Office of Price Administration does not lumber is used in the manufacture of all
prohibit the raising of ceiling prices, if the products. To frames we will, therefore,
manufacturer, or group of manufacturers allocate 80% of the lumber cost as shown
can prove conclusively that the price has above since frames represented 80% of the
been fixed too low. It is not the purpose of output. All lumber goes through the same
handling in the yard and is taken through
ceiling prices to ruin industry.
For the small manufacturers, the cost the cutting department, regardless of the
of maintaining a detailed cost system is final product into which it is manufactured.
prohibitive. Yet, an accountant who We will then use the 80% in allocating the
thoroughly understands the complete oper following:
To Frames
ating picture can figure these costs with Lumber used in
production ............. $250,000.00 at 80% $200,000.00
little difficulty.
Labor ...............
9,000.00
7,200.00
The following is an example of how a Yard
Cutting department
Mrs. Skog works for the Keystone Frame and
Manufacturing Company in. Spokane, Washing
ton.
She is National Vice-President of the
AWSCPA; treasurer of the Soroptimist Club of
Spokane and a director of the Spokane Chapter
of the ASWA. She delights her friends with her
Swedish cooking; describes herself as “one of
those people the funny papers label ‘stamp col
lectors’;” and shares two of her hobbies, photo
graphy and reading, with her husband.

labor .....................
Other Indirect Mfg.
Expense .............

11,000.00

45,000.00

8,800.00

36,000.00

We have allocated the Indirect
Manufacturing Expenses also in the 80%
ratio because this item includes such items
as superintendence, taxes, insurance, which
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can best be allocated by percentage of
production.
To Frames we also charge the entire
item of Pulleys Used in Production—$12,500.00. Pulleys are installed in the frames
only.
The distribution of Direct Machining
Labor creates the problem of figuring the
percentage of cut stock that goes through
all operations of machining and that which
goes through only part of the machining
operation. A study of several months time
sheets shows that moulder labor is 46% of
the machining labor—all other machines go
to make up the other 54%.
Had “All Other Products” gone com
pletely through the machining department,
they would have required 20% of the ma
chining labor— 20% of $18,000.00—or $3,600.00. However, these products went only
through the moulder operation which is
46% of machining labor so we must figure
that these “Other Products” used only 46%
of the $3,600.00 direct labor or $1,656.00.
The balance of machining labor will neces
sarily have been used in the production of
frames.

Yard Labor .........
Cutting Labor ....
Machining Labor
Bundling Labor ..
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Total account To Frames
.... ...... $9,000.00 $ 7,200.00
......... 11,000.00
8,800.00
16,344.00
......... 18,000.00
......... 12,000.00
10,680.00

Total ................................... $50,000.00

$43,024.00 - 86%

Total machining labor .................................. $18,000.00
Allocated above ................................................. 1,656.00

86% of the Unemployment Compensa
tion and Old Age Pension account of $3,000.00 would allocate $2,580.00 to frame
production.
A careful study of the bundling expense
account shows us that the only item of
bundling expense used on the “other items”
is twine which is used to tie the bundles.
The account, on the other hand, includes
such items as band iron, screws, nails, and
other items used only in the manufacture
of frames. We find that the twine used in
packaging these other items represent only
3.7% of the bundling expenses. To frames
we, therefore, allocate the other 92.3% of
the account — or 92.3% of $5,000.00 — or
$4,615.00 to frames.
We have now allocated our manufactur
ing costs and find the following recap ap
plicable to the manufacture of frames
only, of which we produced 4,800,000 feet
board measure in the period under consid
eration.

To Frame production .................................. $16,344.00

Per M. Board
Measure

Included in Bundling Labor is the load
ing of all cars. The largest item in bund
ling labor, however, is the bundling of
frames which includes nailing or semiassembling of parts, stenciling sizes and
special customer trade marks, actual bund
ling with band iron. The only portion of
Bundling Labor that can be allocated to
“Other Items” is the actual time spent in
loading cars of these products. A careful
record of several months shows that 11%
of the total bundling labor must go to the
loading of cars of “Other Products”.
Frames would share their 89% balance of
bundling labor or — 89% of $12,000.00 —
which is $10,680.00.
The distribution of Unemployment Com
pensation and Old Age Pension expense
must, of course, be made on the basis of
labor. Because the final result would be
insignificant should we separate the por
tion of this account that applies to Indirect
Labor and Office Labor—we will apply the
account on the basis of direct labor, which
we find to be as follows:

Cut stock used in
production (lumber) ............... $200,000.00 $41.68
Pulleys ............................................. 12,500.00
2.60*
Total Direct Materials ............ ...$212,500.00
Direct Labor
Yard ............................. $ 7,200.00
Cutting ....................... 8,800.00
Machining .................. 16,344.00
Bundling .................... 10,680.00
-—..........
43,024.00

Direct Manufacturing Cost ....$255,524.00
Indirect Manufacturing Cost
Bundling supplies ..$ 4,615.00
Unemployment Comp,
and OAB ...
2,580.00
Other Indirect
Expenses ........... 36,000.00
43,195.00

8.96

$53.24

9.00

Cost to manufacture ................... $298,719.00 $62.24
*(This average MBM figured only to balance
with the total cost per thousand—pulleys can be
allocated specifically to a frame when installed.
Many frames are made without pulleys. Those
frames in which pulleys are installed take four
pulleys—⅓ a dozen.)

We know now that it costs us $62.24
thousand board measure to produce frames.
Because the distribution of cost according
to grade, thickness, length, etc. which
varies materially on the various types of
frames, would create a problem of alloca
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tion that would require a very elaborate
cost system, we will take our costs on the
frame on an average cost basis on the
actual board measure of lumber used in the
frame. The footage on a frame is figured
by using the cutting length of each piece,
the cutting width, and the thickness of
lumber necessary. We will figure the cost
on a simple frame—this frame has fifteen
pieces which total 18.38 ft. BM footage.
We can now figure the cost of manufactur
ing this frame.
Lumber used—18.38 Ft. BM at $41.68 $.766
Pulleys (% dozen at 44c dozen) or........ 147

$ .913
.165

Direct material cost ................................
Direct labor 18.38 Ft. BM at $8.96.....

Direct manufacturing cost ...................
Indirect Mfg. Expense—18.38 Ft. BM
at $9.00 ........................
Cost to manufacture ............ —............
(Average board measure Selling and
Administrative Expenses—based on
average per thousand of all pro
ducts sold $18.38 Ft. BM at 16.00

Cost of one frame containing 18.38 Ft.
BM footage ..................

•

$1,078

.165
$1,243

.294
$1,537

If the above manufacturer is selling
this particular frame at $1.50 after deduct
ing freight, he is operating at a loss. Maybe
a thorough check of his operation will show
him where he can cut his costs to reduce
the cost of $1,537 a frame. If this is im
possible, and if other operators in the same
industry are experiencing the same re
sults, the manufacturer will at least know
that if remedy through price ceilings is
impossible, he can discontinue the manufac
ture of the specific items which are drag
ging the costs into the loss side of his
Profit and Loss account.

Changes of Address
Julia G. Norse
c/o Seidman & Seidman
Peoples National Bank Building
Grand Rapids, Michigan
Phyllis O’Hara
54th Floor, 405 Lexington Ave.,
New York City
Belle M. Heywood
205 Tyrone Road N.,
Armagh Village, Baltimore, Md.
Ruby Clarke Freligh (Mrs. A. C.)
511 West Main Street
Norman, Oklahoma

Prove you care—Do your share!

PAGE 79

The Accountant
By MABEL JANE HAMILTON*
Accountancy is a product of modern or
ganization and modern economic and social
trends. It is in brief the language of bus
iness. By its use financial transactions are
recorded and financial status and progress
are determined and expressed in terms of
money.
Its final expression is in the balance
sheet. Over this sheet, fat and prosperous
directors are quite apt to fondly dwell with
little or no thought of the exacting effort
put forth by the accounting slave who pro
duced this balance sheet.
Accounting slaves are unique individuals
—near sighted, bow backed and worried,
while constant indigestion racks their
chests.
Accountants drive their associates to ruin
by firmly asserting that certain figures
must be complete by certain dates. Huge
tapes and vast reports must needs fill their
laps at stated times. Family relationships
are jeopardized, food, baths, and curl pap
ers are taboo until “It Balances.”
When writing memos they use strange
and awful language — they promulgate
theories—they prepare schedules—they have
exhibits marked A and B and C. Their only
virtue is omitting the Party of the first
part and the Party of the second.
It usually takes the first fifteen days of
any month for the balance fever to develop
and reach its height. On the 15th when
each little asset is shorn of its frills and
typed in nice neat orderly rows on a slick
white 10x9 ledger sheet, and fat and pros
perous directors gather together to view
with alarm—to point with pride and to col
lect a nice five dollar gold piece.
Meanwhile, the accountant lies stark and
cold in his neat and inexpensive coffin—
no friends—no flowers—but triumphant—
he has clutched to his bosom a banner in
scribed—“IT BALANCED.”
* One dollar, in cash mind you, and a fine lot
of foot work, recently produced from the great
city of Cincinnati, a beautifully engraved docu
ment stating definitely that I had been born.
Having arrived at maturity and career select
ion, I mulled over the biographies of the illust
rious only to find such items as—I began life as
a grocery boy, or an early rising news boy.
Nonplussed, as the fancy writers say, I horned
into accounting. After twenty years of account
ing, my chief request when Saint Peter solemnly
urges me toward the sheep or the goats, as the
case may be, is that I be not asked to figure
costs of angel wings.
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British Women Restless Over Wages
Reprinted from the

There has been growing discontent
among the women of Britain over the dis
parities in wages that exist between men
and women in almost every field of activity.
This discrimination against the feminine
sex is nothing new in this country. In times
of peace it is generally accepted by women
themselves. But in time of total war, when
women are required by the Government to
contribute an equal share of toil, sweat
and tears in the face of equal dangers with
men they are beginning to grow restless
under a system that most of them con
sider grossly unfair.
Inequalities in pay exist for women in
the uniformed services as well as those in
industry. The British Government, how
ever, carried the anomaly one step farther
when it created a lower rate of compensa
tion for women who are injured in air
raids than that for men. Although women
pay the same rate of income tax they do
not receive the same benefits from the
Government, it is argued by the women.
If a woman is injured in a bombing she
receives only two-thirds of the payment
made to a man similarly injured. Yet many
whose husbands are in the services now are
contributing more to the support of their
household than their men and, therefore,
feel that they should be compensated equal
ly for the loss of their earning power.
It is this inequality which rankles most
in the hearts of women here and about
which there has been the bitterest discus
sion in Parliament recently. In the words
of Eleanor Rathbone, member of Parlia
ment, the growing irritation of women is
due to the belief that the Government is
playing the game of “heads I win, tails you
lose,” with them. Several petitions pro
testing against the inequality of compensa
tion have been presented to Parliament and
demands have been voiced in the House
that there be no call-up of women for fire
watching duties before the disparity has
been corrected. There has been no sign,
however, that the Government is willing to
give in on this matter.
Another cause for discontentment is
the prevalent system under which women
are doing the same jobs as men at lower
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wages. Lately even men in industrial cir
cles in Britain have shown dissatisfaction
over this anomaly in the belief that it is
seriously hampering the war effort.
Women, it is argued, now have little incen
tive to acquire more skill in their trade
since they know they will not get the rate
for their work. At the same time offers of
low wages are deterring thousands of wom
en from entering factories on part-time
work because when they are through pay
ing their income taxes, insurance and the
extra expenses of traveling to and from
work, as well as hiring the necessary help
at home, they have only a few shillings
left to show for their patriotic labor.
A good idea of the disparities of wages
between men and women can be gained
from the latest inquiry conducted by the
Ministry of Labor into the earnings in
metal, engineering and ship-building trades.
This shows that the average earnings of a
man is 118s 4d weekly, while the average
woman’s earnings is 53s 3d weekly — a
difference of 65s 1d weekly. There is a
difference of 50 per cent in the average
earnings of men and women employed in
eight other industries.
These figures, however, do not quite
show a correct picture, for they give the
average earnings of all women, skilled or
unskilled, employed in the factories taken
as samples. There are more unskilled
women workers in them than skilled
workers, with the result that the average
women’s wage is much lower than the top
wage paid to women. However, there is no
evidence that more than a very few women
in industry are getting the same pay as
men for the same work.

NEW MEMBERS
Heloise Elizabeth Brown
1727 Marshall Street
Houston, Texas
Dorothy May Colton, C. P. A.
1508 Harlem Blvd.
Rockford, Ill.
Mrs. Evelyn R. Pollyea, C. P. A.
736 E. 81st Street
Chicago, Illinois
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